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New England manufacturers are generally opti- 
mistic about their own ability to keep up with com- 
petitors outside New England. The region’s producers 
have less faith in the ability of the New England 
branches of their industries to do as well. They 
believe the outlook for durable-goods production in 
the area is better than that for nondurables. 

Manufacturers most optimistic about their own 
future in New England produce chemicals, apparel, 
stone, clay, and glass products, instruments and 
clocks, food, furniture, paper, electrical and non- 
electrical machinery, and transportation equipment. 
Those most pessimistic about their own future make 
lumber and basic lumber products, textile products, 
and leather and leather products. 

Manufacturers report twice as many important 
competitive advantages as disadvantages in their 
New England locations. The major strengths of man- 
ufacturing in the region are the availability of an 
ample labor force of outstanding character, favorable 

\relations with labor, good water supply, and satis- 
a living conditions and community attitude. 
New England’s state and local taxes, fuel costs, 
transportation costs, power costs, and state and 
local nontax laws affecting manufacturing activity 
are net competitive disadvantages. 

The competitive advantages of a New England 
location are greater in the durable-goods lines than 
in the nondurables. Location in Connecticut is more 
satisfactory than in any other state in the region. 
There is a close and direct relationship between a 
company’s satisfaction with its present location and 
its optimism about its future competitive position. 


* 


THESE STATEMENTS are based upon the opinions of 663 
New England manufacturers. The opinions were ex- 
pressed in answer to a questionnaire inquiry about the 
present position and future prospects of New England 


manufacturers, conducted by the Federal Reserve Bank 
of Boston and the New England Council with the 
cooperation of nine manufacturers’ associations in the 
region. 

Two previous articles in this series have discussed the 
sales experience of New England manufacturers in the 
first quarter of 1949 in relation to that of their com- 
petitors, and the sales expectations of New England's 
factory producers for the full year 1949.! This third and 
final article deals with the manufacturers’ expectations 
of future changes in competitive standing and the 
accompanying evaluations of their present locations. 


Eighty per cent of the 663 companies which sent 
usable replies to the inquiry expect their competitive 
position to remain the same or to become stronger 
during the next five years in relation to their non-New 


1See ‘‘Sales Expectations of New England Manufacturers for 1949” (Monthly 
Review, July 1949) and ‘‘New England Manufacturers and Their Competition” 
(Monthly Review, August 1949). 
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England competitors. The 27 per cent which expect to 
improve their position outnumber almost two to one 
the 15 per cent forecasting a weaker standing. 

The optimism with which most New England factory 
producers seem to view their own future is not uniform 
from industry to industry. The manufacturers of du- 
rable goods are somewhat more optimistic than the 
manufacturers of nondurables. The ratio between the 
number of producers who expect competitive improve- 
ment and the number who expect competitive decline, 
which may be considered an “optimism ratio,” is 2.3 for 
the 359 responding producers of durables and 1.5 for 
the 304 soft-goods makers. The ratio is 1.9 for all com- 
panies included in the sample. 

The contrast in optimism among industries is striking. 
The optimism ratios for individual industry groups 
range from infinitely high values for the participating 
manufacturers of chemicals, apparel, and transporta- 
tion equipment down to 0.4 for producers of lumber 
and basic timber products.” 

Besides the chemical, apparel, and transportation- 
equipment groups, in which none of the participating 
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companies expected its position to weaken, several other 
groups were highly optimistic. The food industry, with 
half the responding companies anticipating stronger 
competitive positions during the next five years, was 
outstanding with an optimism ratio of 6.0. Other groups 
with ratios significantly greater than one, in descending 
order of optimism, were stone, clay, and glass products, 
furniture and finished lumber products, instruments and 
clocks, electrical apparatus, miscellaneous manufac- 
tured products, paper and related products, nonelectri- 
cal machinery, fabricated metals, and rubber products. 

The only industries in which more companies expect 
their own competitive position to deteriorate than to 
improve in relation to producers outside the region are 
lumber, textile products, and leather and leather prod- 
ucts. Even in these industries, however, about two 
thirds of the responding companies stated that they 
anticipated an unchanged or improved competitive 
position. Within the textile group the companies which 
make cotton and woolen fabrics are far more pessimistic 
than those which make rayon fabrics, knit goods, car- 
pets, or hats, or which finish and coat textile fabrics. On 
the average, producers in the latter divisions expect no 
significant change in their competitive position during 
the next five years. The relative pessimism of the cotton 
and woolen textile producers and the leather and leather 
products makers accounts for the less optimistic stand 
of the nondurable-goods industries as a whole. 


Manufacturers in Connecticut are far more sanguine 
of their future than producers in the other New Eng- 
land states. For every Connecticut company which fore- 
cast a weaker position five years from now there were 
more than four companies expecting to strengthen their 
position. The optimism ratios of producers in the other 
five New England states, on the other hand, ranged 
only from 1.4 to 1.7. In each of these states, however, 
from three fourths to five sixths of the responding com- 
panies stated that they expect to hold their own or to 
improve their industry standing. 

Within individual industries there are also differences 
in the optimism of producers among the various states. 
In the durable lines, Connecticut manufacturers are 
consistently more optimistic about their own future 
than their Massachusetts competitors. The differences 
are particularly striking in the fabricated metals and 
electrical-machinery industries. Durable-goods produc- 
ers in the other New England states are also generally 
more hopeful than the Massachusetts producers. 

In the nondurable lines there is a somewhat more 
mixed geographical pattern of optimism. Textile manu- 
facturers in Vermont, Massachusetts, and Rhode 
Island show higher optimism ratios than those in the 
other New England states. On the other hand, Massa- 
chusetts producers of leather and shoes are less sanguine 
of their future than those located in Maine and New 
Hampshire. Companies in the latter two states expect 


2Epiror’s Note: The competitive position of New England’s lumber industry 
is favorable in most respects. New England’s extensive forest area is capable 
of growing ample lumber supplies. Mishandling of the forests has resulted in 
an increasing shortage of large, high-quality timber, however, and log trans- 
portation costs have also increased as the more accessible timber has been cut. 
Good forestry management will correct these conditions. 
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to hold their own during the next five years, and the 
Massachusetts companies expect a definite weakening. 
Also, paper producers in Connecticut and New Hamp- 
shire are more optimistic than those in Massachusetts. 


j 
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Companies with fewer than twenty employees are 
more optimistic about their future than the larger com- 
panies. More than one third of the 67 smallest companies 
included in the survey expect to improve their position 
during the next five years in relation to producers out- 
side New England, and less than one tenth expect their 
position to weaken. The optimism ratio of 3.8 for these 
small concerns far exceeds the 1.7 ratio for the com- 
panies with 20 or more employees. 

The attitude of the small concerns is of vital impor- 
tance, since two thirds of New England’s manufacturing 
establishments have fewer than 20 employees. Their 
future growth will have a major influence on the future 
industrial expansion of the entire region. While opti- 
mism among small producers is perhaps to be expected, 
since many of them are relatively new organizations and 
are in the stage of most rapid growth, the degree of 
optimism noted in this survey is a healthy sign. 

On the other hand, there is a striking uniformity of 
opinion about the future among companies in each size 
group above 20 employees. In each of the four size 
groups of larger companies, the optimism ratio was close 
to 1.7. Companies with more than 500 employees are 
just about as confident of their future as those with 
from 20 to 49 employees. While it is encouraging to note 
that the largest companies in New England are on the 
whole reasonably optimistic about their own future, it 
is disappointing that the middle groups of companies 
with from 20 to 99 employees are not even more hopeful. 

There is no important difference between the opti- 
mism of companies with plants only in New England 
and that of concerns with factories both inside and out- 
side the region. The 85 companies included in the sur- 
vey with outside plants had an optimism ratio of 1.8 
as compared with a 1.9 ratio for the exclusively New 
England concerns. The experience of companies with 
plants in other parts of the country provides them with 
a greater opportunity for comparative evaluation of 
New England as a location for manufacturing opera- 
tions. In view of this difference in experience, it is signif- 
icant that companies with plants elsewhere think as 
well of the prospects for their New England operations 
as the all-New England concerns. 

As might be expected, those companies which claimed 
that their sales performance during the first quarter 
of 1949 was better than that of their competitors are 
the most confident about their future success. Their 
optimism ratio of 3.5 greatly exceeds the 1.3 ratio for 
companies reporting first-quarter sales performance the 
same as that of their competitors and the 1.1 ratio for 
companies admitting poorer than average performance. 

An accompanying chart indicates the progressively 
larger proportions of companies expecting weaker posi- 
tions in the future as the claimed first-quarter perform- 
ance becomes poorer. Improvement in competitive 
standing is expected by a higher proportion of the com- 
panies which admitted poorer first-quarter performance, 
however, than of those which reported doing the same 
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as their competitors. The latter group is characterized 
by an unusually large proportion of companies antici- 
pating unchanged competitive standing in the future. 


The companies participating in the survey are less 
optimistic about the future of their industries in New 
England than about their own prospects. The combined 
optimism ratio for the region’s industries is only 0.6, 
with 14 per cent of the respondents anticipating im- 
provement and 25 per cent of the companies expecting 
deterioration. Nevertheless, almost two thirds of the 
companies included in the survey stated that they 
expect their industry in the region to hold its own or to 
strengthen its position. 

There was an almost universal tendency among the 
participating companies to rate their own future as well 
as or better than the prospects of their New England 
fellows. Only two per cent of the responding companies 
predicted that they will not keep up with the other 
New England companies in their industry. The attitude 
implicit in a critical proportion of the responses seemed 
to be, “Competition will be very keen during the next 
few years. I'll do all right, but I’m not so optimistic 
about the other fellows here in New England.” This 
was particularly true among the largest companies. 

The forecasts of future competitive standing for the 
companies themselves are incompatible with the fore- 
casts of the same companies about the future of their 
industries in New England. The future success of the 
total of the individual companies in each industry 
cannot be greater than that of the New England in- 
dustry as a whole. It is obvious that some of the re- 
sponding manufacturers are overly pessimistic about 
their regional industry, overly optimistic about their 
own prospects, or both. 

In view of the psychology of manufacturing execu- 
tives and the present New England industrial situation, 
it is perhaps to be expected that the executives look at 
their own future more hopefully than at the future of 
their fellows. Similar differences in forecasts have been 
observed in comparable investigations elsewhere. Fre- 
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quently, the greater familiarity of an individual con- 
cern with its own situation has made the company’s 
forecast of its own future more accurate than its fore- 
cast for the industry of which it is a part. It is quite 
possible that the pessimism of the reporting companies 
about other manufacturers in their industries is more 
exaggerated than their optimism about themselves. 
Whether or not this is true, it is true that New Eng- 
land’s producers are on the whole reasonably confident 
of their own future, but that they are somewhat 
skeptical about the prospects for some other manufac- 
turing activity in the region. 

While these opinions may not be completely sub- 
stantiated by future events, analysis of them is valuable 
in determining some of the strengths and weaknesses of 
the New England economy and the directions in which 
it is likely to move. Moreover, the opinions of manu- 
facturers are usually reflected in their policies and 
actions. The mere existence of the predictions is a force 
which tends to make them come true. The differences in 
optimism among various groups of companies, which 
were stressed in considering the anticipated future of 
individual concerns, are equally significant in a discus- 
sion of the future prospects of New England’s industries. 


The New England manufacturers of durable goods as 
a whole expect that the regional portion of this division 
of industry will maintain its competitive standing in 
the nation during the next five years. Their optimism 
ratio of 0.8 indicates a fairly even balance between 
companies expecting their New England industry to 
improve and those expecting their industry to weaken. 

Producers of nondurable goods report a much less 
optimistic outlook for the New England branches of 
their industries. This finding is heavily influenced by 
the pessimism of companies in the textile and leather 
and leather products industries. Very low optimism 
ratios for these industries pulled down the almost 
neutral ratio of 0.8 for the other nondurable lines to 
().4 for the entire soft-goods category. 

Examination of the accompanying chart summarizing 
New England manufacturers’ expectations for their 
industries, as well as the similar chart showing fore- 
casts of the companies’ own positions, emphasizes the 
differences in competitive strength among the region’s 
industries. While the level of industry expectations is 
lower than that for the companies themselves, the rank- 
ing of industries is similar in each presentation. The 
order is particularly close for the nondurable lines. 
Among the durables, only the furniture and transporta- 
tion equipment industries are significantly out of order. 
The findings suggest strongly that to retain many of 
the region’s manufacturers of lumber products, textiles, 
and leather and leather products, and to strengthen 
New England’s future position in these industries, 
major corrective actions are necessary. 


The attitudes of New England manufacturers about 
the future of their industries in this region are condi- 
tioned by far more than the industries in which they 
are operating. Their anticipations are also affected by 
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their state locations, by the size of the company, and 
by their recent sales performance, among other factors. 

Producers in Connecticut show the greatest confi- 
dence of those in any New England state about the 
future of the entire region’s manufacturing industries. 
Manufacturers in Vermont, however, are close behind. 
The optimism ratios for the other states are closely 
grouped at a slightly lower level, except for that of 
Maine, which is somewhat below the others. While the 
state ratios based upon this survey are affected by the 
relative importance of the various industries in each 
state, the differences cannot be accounted for solely 
in terms of industry differences. Within individual in- 
dustries there are similar state-to-state contrasts. 

The smallest companies are the most confident about 
the future of manufacturing in New England, as they 
are about their own futures. The 1.6 industry optimism 
ratio of the companies with fewer than 20 employees 
far exceeds the relatively pessimistic 0.5 ratio of all 
the other companies combined. In contrast to the 
opinions with regard to the respondents’ own companies, 
however, the degree of pessimism about New England’s 
industry increases with the size of the company. The 
pessimism of the larger companies, which are more 
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heavily represented in the survey, drags down the assur- 
ance evinced by the smaller concerns. When the 
opinions of the concerns in each size group are weighted 
by their number, the overall ratio is raised to 1.0. 
There is very little difference between the industry 
expectations of the exclusively New England concerns 
and of the companies with plants both within and out- 
side the area, as is true of their individual expectations. 
The importance of executive psychology in forecasts 
of industry outlook is emphasized by the differences in 
opinions among companies which claimed better than 
average, average, and poorer than average sales per- 
formance during the first quarter of the year. The in- 
dustry optimism ratios of these three groups were 0.7, 
0.5, and 0.3, respectively. There was clearly a carry-over 
from their attitudes about their own future to their 
opinions about the prospects for their industry. 


The companies participating in the survey were asked 
to indicate whether each of twenty-one factors in their 
present locations was helpful or harmful to their com- 
petitive standing. The factors ranged from location with 
respect to production materials and markets to wage 
rates, power costs, state and local taxes, and climate 
All important external and physical factors that affect 
a company’s competitive position were included. 

This set of questions was designed to bring out the 
principal physical and environmental strengths and 
weaknesses of New England industry, as seen by manu- 
facturers in the region. It was also designed to aid in 
determining the reasons for the differences in future 
expectations of New England manufacturers in the 
various industry, state, and other groupings. 


The average respondent to the inquiry marked about 
six of the twenty-one listed items as advantages, three 
as disadvantages, ten as of little importance, and ex- 
pressed no opinion about two items. The average con- 
cern, therefore, found twice as many important com- 
petitive advantages as disadvantages in its present New 
<ngland location, and had an “‘advantage ratio” of 2.0. 

This overall advantage ratio of New England manu- 
facturers gives equal weight to the answers to each of 
the twenty-one listed location factors. Actually, these 
factors are of varying importance. When weights are 
given to the factors based on their relative importance 
as determined by other surveys, the New England 
advantage ratio is reduced somewhat to 1.4. Of the nine 
major factors, the average New England producer feels 
that he has definite advantages in the four items relating 
to labor supply, labor conditions, water supply, and 
living conditions. He feels that his position is essentially 
neutral with respect to markets and materials. He feels 
that he is at a disadvantage with respect to tax rates, 
transportation costs, and power costs. 

The attitudes of the participating manufacturers 
toward the different factors vary greatly. An accom- 
panying chart summarizes the overall appraisal of the 
location factors. The advantage ratios of the 663 pro- 
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ducers range from 11.6 for ‘‘adequacy of water supply” 
down to 0.4 for “state and local taxes.’ There is wide- 
spread agreement that certain of the factors constitute 
important competitive advantages or disadvantages. 
On the other hand, there is considerable disagreement 
about such factors as “location with respect to domestic 
sources of production materials,” “wage rates,” and 
“location with respect to markets.” Large proportions 
of the respondents declared that these items were impor- 
tant advantages, and almost equal proportions stated 
that they were important disadvantages. On balance, 
they are neutral factors in New England manufactur- 
ing, although they are of great importance to many 
individual concerns and to some industries. 

The major strengths of manufacturing in the region, 
as brought out by the survey, are the availability of 
an ample labor force of outstanding character, favorable 
relations with labor, good water supply, and desirable 
living conditions and community attitude. In addition, 
the responding companies are highly satisfied with the 
efficiency of their machinery and equipment and with 
the adequacy and dependability of electric power. 

The answers to these questions also suggest the loca- 
tional weaknesses of New England. According to the 
respondents, the burden of state and local taxation is 
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the worst drawback to the competitive position of 
manufacturers in the area. Other net disadvantages 
include the cost of fuels, the cost of transportation, the 
cost of electric power, and state and local nontax laws 
affecting manufacturing activity. 

A few of the hundreds of comments offered by com- 
panies which participated in the survey illustrate the 
nature of the grievances which many producers hold 
against certain of the location factors. 


State and Local Taxes and Laws Affecting 
Manufacturing 

“We should live in an enlightened community and im- 
provements should constantly be made for everyone. However, 
Massachusetts is one state out of forty-eight, and while it may 
be very nice for Massachusetts lo be in front of the procession, 
it is rather difficult to compete when Massachusetts continually 
endeavors to be so far ahead of the procession of states that the 
rest of them are left so far behind they are completely out of 
sight. No sane indwidual will want anything but progress, 
but progress should not be attempted so fast that we will fall 
flat on our faces, which is what we will do unless state and 
local laws take into consideration what is oceurring in other 
states with whose manufacturers we are in competition.” 
(Massachusetts leather manufacturer. ) 

“We feel definitely that state laws, tares, and community 
attitude place our company at a disadvantage compared to 
some other areas. If the present trend continues, it may be a 
large factor in removing industries such as ours from this 
locality.”” (Rhode Island textile manufacturer.) 

“We are willing to match the efficiency and productivity of 
our shoe workers against those of any other area in the 
country, but the overhead item of high taxes is one thal we 
cannot overcome in competition with other parts of the country 
where lower tax rales apply.” (Massachusetts shoe manu- 
facturer.) 

“Tt is our understanding that Massachusetts has been for 
some time far in advance of other states in the field of social 
legislation. While this position is commendable from a short- 
range and social viewpoint, in the long run it tends to reduce 
employment in the area by placing the employers of the area 
al a competitive disadvantage.” (Massachusetts electrical- 
apparatus manufacturer. ) 

“Our most important advantages are our nearness to our 
markets and our ability to bring in many of our raw materials 
by water. These advantages are offset to a large extent by the 
high cost of fuel and power in New England and by higher 
taxes by far than in other states where our competitors’ plants 
are located.”” (Massachusetts chemical manufacturer. ) 


Transportation Costs 


“Our most important customers are located oulside New 
England, so the increased freight rates have affected our com- 
petitive position in undesirable fashion. Lf coastwise shipping 
rales were once again reasonable instead of being on a practical 
parity with rail rates, our situation would be improved.” 
(Rhode Island chemical manufacturer.) 

“Transportation facilities from New England to our prin- 
cipal point of distribution are costly. We have found the .. . 
railroad exceedingly uncooperative in giving us fair rates for 
our finished product shipped from our mills to our main 
warehouse and distribution point.” (Rhode Island textile 
manufacturer. ) 

Power Costs 

“Electric power is a factor in our costs, and we would 
consider using tt more if it were cheaper.” (Massachusetts 
fabricated metal manufacturer. ) 

“Jt seems ridiculous, but we have to pay more per kilowatt 
hour as an industrial user of some 30,000 kilowatt-hours per 
month than does a household consumer in our neighboring 
towns. Our rale is always over three cents per kilowatt-hour.”’ 
(Massachusetts furniture manufacturer. ) 


(drantases G 


Manufacturers in the durable-goods industries indi- 
cate that they have more advantages and fewer dis- 


advantages in their New England locations than the 
producers of nondurables claim for themselves. This is 
to be expected from the fact that the producers of 
durables are more optimistic about their own future 
and that of their industry in New England than the 
soft-goods makers. 

There is a broad range of advantage ratios among the 
industry groups in each manufacturing division. Makers 
of instruments and clocks, furniture, food, fabricated 
metals, chemicals, and miscellaneous products report 
the highest ratios of advantages over disadvantages. 
Producers of leather and leather products, textiles, 
transportation equipment, apparel, and rubber products 
report the lowest ratios. The ranking of advantage 
ratios for many industries is in accord with their 
evaluations of future prospects as individual companies 
and for their industries. For some industries, however, 
the relationship is not close. For example, among the 
durables the makers of stone, clay, and glass products 
are the most optimistic group about the future of their 
regional industry, but their advantage ratio is well 
below the average for all industries. 

It is evident that the location factors listed are not 
the only factors of importance in a company’s evalua- 
tion of future competitive position. The selection of the 
product lines, the quality and design features of the 
products, the methods of distribution, aggressiveness in 
selling, relations with customers, and numerous other 
factors are highly important in inter-company competi- 
tion. They ranked high among the reasons given by the 
participating companies in explanation of their better 
or poorer than average first-quarter sales performance. 
They undoubtedly influenced the companies in their 
appraisals of the future. It is not to be expected, there- 
fore, that the satisfaction of all manufacturers with their 
locations should coincide precisely with their forecasts 
of competitive position five years hence. 

Since the degree of satisfaction with present New 
England locations varies from industry to industry, it 
is desirable to note how the appraisals of the principal 
individual location factors differ from the composite 
evaluation of all 663 concerns charted above. New 
England’s eight leading manufacturing industries will be 
discussed in order of their importance in employment. 


TextiLes. According to the 87 responding textile 
companies, the advantages of their New England loca- 
tions outweigh the disadvantages by a small margin. 
These producers are less satisfied with their locations 
than most other groups of New England manufacturers. 
Their locations with respect to foreign sources of ma- 
terials and with respect to markets, the adequacy of 
water supplies, and the local financial and distributive 
services are advantageous to more of them than to pro- 
ducers in other industries. But they find the items 
relating to labor much less favorable than the all-New 
England averages. While the supply of labor is con- 
sidered advantageous, the region’s textile manufac- 
turers are less pleased about the character of their 
employees, and they find wage rates and relations with 
labor to be significant competitive disadvantages. More- 
over, textile producers are even more distressed about 
the cost of fuel, the cost of electric power, and tax rates 
than are New England manufacturers in general. 
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The cotton branch of the textile industry is the least 
satisfied with its New England location. Its advantage 
ratio is only 1.0, and it finds few important local 
advantages. The outstanding advantage claimed by 
the cotton-textile producers is the efficiency of their 
machinery and equipment. It is evident from their 
evaluations that New England’s cotton manufacturers 
believe any favorable competitive position they may 
have is of their own making and does not depend upon 
any important natural advantages offered by the region. 

Woolen and worsted producers are somewhat more 
satisfied with their New England locations (ratio 1.4), 
and they express more than average satisfaction about 
their location with respect to domestic and foreign raw 
materials, water supply, and markets. They are un- 
usually dissatisfied with their labor relations and wage 
rates, however, and with certain other cost factors. 

MACHINERY (NONELECTRICAL). The machinery pro- 
ducers show somewhat more than average satisfaction 
with their New England locations. They are particu- 
larly pleased about their labor conditions, with ample 
labor of sufficient skills, favorable competitive wage 
rates, and good relations with labor. Other exceptionally 
favorable factors for these companies include adequacy 
of water supply and electric power, local living condi- 
tions, attitude of the community, and climate. On the 
other hand, the machinery manufacturers find their 
location with respect to raw materials and markets to 
be disadvantageous. 

LEATHER AND LEATHER Propucts. Manufacturers in 
this industry group report an advantage ratio of 1.5, 
which is below that for most other New England indus- 
tries. They express greater than average satisfaction 
about their location with respect to raw materials, but 
they find that location with respect to markets is their 
major competitive disadvantage. While they report that 
the nonwage features of their labor situation are advan- 
tageous, they express less enthusiasm on this subject 
than producers in most other industries, and they con- 
sider wage rates to be a net competitive disadvantage. 
These producers rate the efficiency of their machinery 


as an important advantage, but they express less than 
average pleasure about their sites and buildings. 

EvectricaAL Macuinery. New England’s manufac- 
turers of electrical machinery, who make up the region’s 
fastest growing industry, indicate that their strongest 
competitive advantage is in the availability of a labor 
force of highly desirable characteristics with which they 
have good relations. Wage rates are also held to be a 
net advantage. This group of manufacturers is more 
satisfied than dissatisfied with its location with respect 
to materials, but it finds that the location of the market 
is an important net disadvantage. Taxes, transportation 
costs, fuel costs, and power costs are ranked as competi- 
tive disadvantages, as they are in virtually every other 
industry, but these companies are well satisfied with the 
adequacy of electric power, the attitude of the com- 
munity, and the efficiency of their machinery. 

Fasricatep Metats. Producers in this group, which 
has shown rapid growth in the area, are among the most 
satisfied of all industries with their New England loca- 
tions. They rate all features of the labor situation as 
strong net advantages, particularly the availability of 
ample labor of high character. The fabricators of metal 
also see greater than average advantages in the ade- 
quacy of power, water supply, living conditions, com- 
munity attitude, climate, and plant sites and buildings. 
They rate power costs as a net advantage. Their stand 
is essentially neutral on location with respect to ma- 
terials and markets. 

AppaREL. The companies in this industry which 
participated in the survey find few outstanding external 
advantages in their New England locations, despite 
rapid growth of the industry in the last two decades. 
The advantages which they mention barely outnumber 
the disadvantages. The factor of greatest value to their 
competitive position appears to be their favorable rela- 
tions with labor. They also believe that the character 
of their labor constitutes an advantage, but they are 
dissatisfied with the number of workers available and 
wage rates. The apparel manufacturers also report dis- 
advantages from their location with respect to raw 
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materials and markets. They are neutral about power 
costs, however, in contrast with the attitude of most 


other industries. 


Foop. The region’s food manufacturers, with their 
advantage ratio of 2.6, are the most satisfied with their 
locations of any nondurable-goods industry in New 
England. Their evaluation of the twenty-one location 
factors is more favorable than the average for all New 
England concerns for all but a few of the items. A high 
degree of satisfaction with their market location is an 
outstanding feature of their replies, as might be expected 
from the fact that the region has a deficit in food supply. 
They also express general satisfaction with all aspects 
of their labor situation. They report only slight net dis- 
advantages in transportation costs and taxes, but they 
do feel more handicapped than the average New Eng- 
land manufacturer by power and fuel costs. 


Papier. The makers of paper and allied products in 
New England express outstanding satisfaction with 
their labor situation, and their overall appraisal of their 
present location is slightly better than the New England 
average. Locations with respect to markets and ma- 
terials are rated as small net advantages. Other un- 
usually favorable factors for this industry are water 
supply, community attitude, and living conditions. Less 
than average enthusiasm is indicated for present plant 
sites, buildings, and machinery, though these factors 
still rank as net advantages. Power costs are considered 
neutral in their effect on competitive position (many 
produce their own power). 


Other differences in the appraisal of competitive 
advantages and disadvantages by producers in New 
England’s smaller manufacturing industries emphasize 
the diversity of specific conditions under which indi- 
vidual producers in the region operate. Nevertheless, 
the broad pattern of conditions is essentially similar to 
the averages cited for all industries combined. 


Connecticut’s manufacturers show greater satisfac- 
tion with their locations than producers in any other 
New England state. Their advantage ratio of 3.1 is 


substantially above the second highest ratio of 2.1 for 
Vermont. Connecticut’s strong position rests upon the 
low average number of disadvantages reported by its 
manufacturers. Vermont’s producers note the highest 
number of advantages per firm among all the states, 
but they also list the highest average number of dis- 
advantages. 

The 1.3 advantage ratio for Rhode Island manufac- 
turers is lower than that for any other New England 
state. Although producers in Rhode Island do not re- 
port an unusually large average number of disadvan- 
tages, they claim a substantially lower than average 
number of advantages. The advantage ratios of the 
other three New England states are grouped slightly 
below the regional average. 

The attitudes expressed about the various location 
factors differ greatly from state to state. Some factors 
which are net advantages in certain states are net dis- 
advantages in other states. For example, the advantage 
ratios for state and local taxes are 1.2 for Connecticut 
and 1.1 for Vermont, but they are only 0.2 for Rhode 
Island and 0.1 for Massachusetts. For some factors 
which depend basically on geographical position, such 
as climate, location with respect to foreign materials, 
location with respect to markets, and cost of fuels, the 
advantage ratios decline from the southern to the 
northern states in the region. 

An accompanying table presents the advantage ratios 
for each location factor in all the New England states. 
This table, while somewhat forbidding in appearance, 
deserves careful study. It summarizes in a small space 
the locational strengths and weaknesses of manufac- 
turers in each state and the differences among the states. 


The appraisals of location factors vary in some re- 
spects according to the size of the responding coricerns. 
The most advantageously situated, according to the 
reports, are the companies with from 8 to 19 employees. 
They claim the highest average number of important 
advantages, and their advantage ratio of 3.0 substan- 
tially exceeds that of the other size groups. The com- 
panies with more than 500 employees claim the fewest 
advantages per firm and the most disadvantages. Their 
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LOCATION APPRAISALS VS. EXPECTED CHANGE IN COMPETITIVE POSITION OF COMPANY DURING NEXT FIVE YEARS 


| 1 Average Number of Items Listed as 








Expected Change Advantage Important Important “Of Little No 
in Position Ratio * Advantages Disadvantages Importance Answer 
ALL COMPANIES 2.0 59 3.0 ~ 10.0 ary on 
TOM aro ain chi! org: 0a <o-4: 6 /avelccae sien ctwaw oe ye 6.8 yA 10.1 1.6 
RE INGIIN CIO! SONNGS 1015-41600. a's woe ecesncnee aa | 6.0 2.6 10.5 1.9 
Lo Oe eee Pe ae 0.8 4.2 a3 | 9.6 1.7 
No‘ Opinion! Geis a:s.0'0 ceo neweessacceus 1.9 5.6 3.0 6.3 6.2 


*Number of advantages cited by firms in the category divided by number of disadvantages. 


Note: Detail may not add to 21.0 because of rounding. 


ratio of 1.2 is well below those for all other size cate- 
gories, which are closely clustered from 2.0 to 2.3. 

The large firms note exceptional advantages in the 
supply of labor, but the degree of satisfaction with the 
character of labor, labor relations, and wage rates de- 
clines as the size of the company increases. The same 
inverse relationship between degree of satisfaction and 
size of company appears in the appraisals of location 
with respect to markets.and domestic raw materials. In 
contrast, the companies with 500 or more employees 
overwhelmingly report that the efficiency of their ma- 
chinery is an important competitive advantage, while 
important minorities in the other size groups state that 
their present machinery is a competitive handicap. The 
largest companies are also the least satisfied with 
several other factors, such as taxes and nontax laws, 
adequacy and cost of power, financial and distribution 
facilities, cost of transportation, and cost of fuels. 

The reports of locational advantages and disadvan- 
tages by companies with plants both within and outside 
New England are almost the same as those by com- 
panies with 500 or more employees. The overall advan- 
tage ratios are the same at 1.2, and the evaluations of 
all twenty-one factors are identical or very similar for 
each group. Some similarity was to be expected in these 
appraisals, since most of the concerns with plants out- 
side New England are among the largest companies. 

There is a direct and striking relationship between 
satisfaction with present location and anticipated 
changes in competitive position in relation to outside 
competitors during the next five years. The degree of 
satisfaction typically declines as optimism for the future 
becomes less. The difference is slight between companies 
expecting to improve their competitive standing and 
those expecting their position to remain the same. The 
difference is marked between the two optimistic groups 
and the pessimists. Companies expecting their position 
to weaken have the lowest advantage ratio calculated 
for any classification in this study. Besides taxes and 
fuel, transportation, and power costs, which are con- 
sidered net disadvantages by all groups, the pessimistic 
companies express dissatisfaction with location with 
respect to markets and raw materials, wage rates and 
labor relations, plant site, and nontax laws. 

The answers given by the companies expecting to 
lose ground competitively during the next few years 
suggest that their degree of pessimism for the future not 
only resulted from their poor appraisals of present loca- 
tions but also contributed to those poor appraisals. It is 
difficult to determine in many situations which came 
first— a conviction that competitive position was slip- 


ping or dissatisfaction with the external and physical 
environment. The relatively low advantage ratings 
accorded local living conditions and attitude of the 
community, which presumably should be approximately 
the same for all “optimism” groups, suggest that some 
of the pessimistic manufacturers are overly critical of 
their external environment. They may attribute too 
much of their relatively poor future prospects to forces 
over which they have no control. 
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New England has been a leading manufacturing 
center throughout the history of the nation. It will un- 
doubtedly continue to turn out an important proportion 
of the nation’s factory products for an indefinite period. 
Whether that proportion will fall further depends partly 
on the future balance between the environmental ad- 
vantages and disadvantages of New England locations. 

There are several location features over which New 
Englanders have no control. They cannot change the 
geographical position of the region or its climate. They 
cannot alter its location with respect to raw materials 
and markets. They can, however, adapt their manu- 
facturing activities to take the greatest possible ad- 
vantage of such domestic and foreign raw materials and 
of such markets as are advantageously located for New 
England. They may or may not be able to effect major 
reductions in their fuel, power, and transportation 
costs, but if not they must make adjustments to mini- 
mize the disadvantages of these factors. 

Many of New England’s location characteristics are 
of New England’s own making. The supply and charac- 
ter of its labor, the relations between management and 
labor, the adequacy and efficiency of its buildings and 
machinery, its taxes and other laws affecting manufac- 
turing activity, and several other factors are all its own 
creation. Some of them are now rated as net advantages; 
some are net disadvantages. Future healthy growth in 
the region appears to call for some changes in attitudes 
and policies to raise the advantage ratios of all the con- 
trollable factors. 

The states with the highest “advantage ratios” have enjoyed the largest 

increases in manufacturing employment during recent years. 
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1948 Income Payments at All-Time High 


But Rise in New England Factory Payrolls Fails to Keep Pace 


With Gain in Midwestern Farm Income 


WHY PER CAPITA INCOME INCREASED IN SELECTED AREAS, 1947 TO 1948 
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SOURCE US Department of Commerce 


TOTAL INCOME PAYMENTs to individuals and income per 
capita reached new high annual records in New England 
and in the country during 1948. Employees, individual 
proprietors, and owners of property received higher 
total income payments last year because of nearly full 
utilization of labor and resources and high prices. These 
facts are disclosed in a study of state income payments 
made by the United States Department of Commerce 
and published in its August Survey of Current Business. 

An analysis of the economic well-being of a region 
requires a knowledge of income payments. They are a 
summation of all wages, salaries, interest, dividends, 
profits, welfare benefits and other forms of income which 
the individuals of the region receive in return for their 
efforts in the production of goods and services or as 
special grants. They are also a measure of the ability 
of the public to spend or invest from current income. 
Relative changes in the volume of income payments 
indicate whether a region is holding its own. 

New England seemingly is not keeping pace with the 
country in income. While its total income payments 
increased by 6.2 per cent from 1947 to 1948, national 
income payments increased by 8.9 per cent. While New 
England’s per capita income increased by 6.0 per cent 
from 1947 to 1948, national per capita income increased 
by 6.9 per cent. New England’s share of the nation’s 
income was 8.22 per cent in 1929, had dropped to 6.85 
per cent by 1947, and dropped further to 6.68 per cent 
in 1948. The Central area replaced New England as the 
area with the third highest per capita income pay- 
ments in 1948. The Middle East and Far West areas 
still held their first and second positions. Nevertheless, 
New England per capita income was at $1,501 in 1948 
compared with $1,410 for the country. New England 
was still relatively prosperous but had dropped in 





1947 


1948 


relative rank as national income reached higher levels. 

Both long-term and short-term factors account for 
this relative decline. From an historic head start, New 
Kingland has reached an advanced stage of economic 
development while other regions still have further to go 
io make the best use of their resources. States along the 
Middle Atlantic seaboard show the same symptoms of 
advanced industrialization as New England. They also 
have to strive harder than newer states for further 
growth. Per capita income in the lower income areas 
has increased proportionately faster than in high income 
areas; income differentials are being narrowed. 

New England has had relative stability of income. 
This resulted from a diversification of income sources. 
Income from the production of nondurable goods, trade, 
finance, and property outweighed that from the pro- 
duction of durable goods, military procurement, agri- 
culture and mining despite the increased importance of 
the durables. Hence New England’s gain in income was 
below average in the boom years of 1947 and 1948 when 
pent-up demand for durable goods was being satisfied 
while production of nondurables such as shoes and 
textiles began a downward readjustment, but above 
average in the reconversion year of 1946, when produc- 
tion of nondurables shifted quickly to civilian lines. 

Most of the wide variations in income from 1947 to 
1948 are attributable to agriculture. The nation’s non- 
agricultural income increased by eight per cent, with a 
range from +4 to +18 per cent for the individual states. 
Agricultural income showed an average increase of 17 
per cent, and a range from —-24 to +99 per cent. Factors 
in the agricultural economy produced divergent effects 
upon income. In general, income was appreciably en- 
hanced by a huge corn crop, a better than average 

(continued on page 11) 
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cotton crop and by high cattle prices, but somewhat 
depressed by lower prices for wheat and citrus fruits. 
Obviously, states which derived a large share of their 
incomes from agriculture, especially if corn or cotton 
was a dominant crop, were assured of a considerable 
increase in income from 1947 to 1948. The experiences 
of Towa and Arkansas with gains of 33 and 16 per cent 
in total income payments, respectively, illustrate this 
relative advantage. 

Agriculture, however, accounts for only about three. 
per cent of New England’s total income. Aside from 
sizable but localized income gains from Maine’s potatoes 
and Vermont’s dairy products, agriculture had a very 
diluted effect on the growth in New England’s total in- 
come. In the aggregate, New England agricultural in- 
come per capita was only $48 in 1948, compared with 
$144 for the nation. 


Factory payrolls, on the contrary, exert a significant 
influence on the trend of New England income. They 
accounted for 32 per cent of its total income in 1948, 
although the corresponding national percentage was 
only 22. The seven per cent gain in New England from 
the level of the previous year closely matched the per- 
centage gain in total income. 

But New England factory payrolls did not keep pac: 
with the gain in midwestern farm income. They re- 
flected depressed conditions in some nondurable-goods 
lines in 1948, and this readjustment in manufacturing 
became accentuated in 1949. Factory payrolls are essen- 
tially a product of wage rates and man-hours, and con- 
stitute an element of cost to the manufacturers. The 
increase in factory payrolls was modest in 1948 because 
of some reductions in employment and working hours 
even though wage rates were higher than in 1947. In- 
ventory and price readjustments were accompanied by 
a reduced rate of manufacturing activity in some in- 
dustrial lines. 

Income from basic farm crops was not subjected to 
comparable adjustments as increased production com- 
menced to overbalance effective demand. With the 
assurance of high support prices, and with only limited 
acreage quota-control over volume of production, in- 
come from some of these crops made gains which could 
not be matched in other segments of the economy. 

It is of interest to note some of the significant features 
and changes in the structure of income in New England 
and its component states. 

Total salaries and wages increased to 69 per cent of 
all income in 1948. This is an indication, when com- 
pared to the national percentage of 64, of the relative 
industrialization in New England. 

Property income, in the form of interest, dividends, 
rents, and royalties, made up 13 per cent of the total 
New England income in 1948. Florida and Delaware 
are the only two states with higher percentages. New 
{ngland’s income from this source is also growing faster 
than national income of the same type. Property in- 
come increased from 1947 to 1948 by 8.2 per cent in 
New England and by 6.8 per cent in the nation. 

Vaine’s 1948 per capita income of $1,219 was the 
lowest among the New England states. But 10 per cent 
of its income was derived from agriculture, which had 


experienced a 24 per cent gain from the previous year. 
This increase helps to explain why the 7.5 per cent gain 
in total income to a level of $1,094 million was the 
highest rate of gain among all the New England states. 

New Hampshire’s total income was $659 million and 
its per capita income $1,261 in 1948. These values rep- 
resented gains of 6.8 and 9.1 per cent, respectively, over 
1947. Although it is generally regarded as a rural state, 
its manufacturing payrolls per capita were well above 
the national average, while its farm income per capita 
was considerably less than those of the neighboring 
states of Maine and Vermont. 

In Vermont, total income increased by 6.7 per cent 
over that of 1947 to $446 million in 1948. On a per 
capita basis the latter value was $1,229. Vermont, alone 
among the New England states, had per capita manu- 
facturing payrolls below and farm income above the 
national averages. 

Over half of New England’s 1948 income payments, 
$6,997 million, was received in Massachusetts. Although 
this was only a 6.2 per cent gain over that for 1947, 
Massachusetts’ per capita income of $1,509 was still 
seven per cent above the national average. Per capita 
factory payrolls at $456 were well above the national 
level of $316. Farm income as a percentage of total 
income payments was only half as important in Massa- 
chusetts as in New England. 

Rhode Island’s income reached $1,165 million in 
1948. The relatively low gain of 4.9 per cent over the 
1947 figure may be explained in part by an actual de- 
cline in proprietors’ income and the absence of the 
large bonus paid to servicemen in 1947. Per capita 
income of $1,564 exceeded the national average by 11 
per cent. Factory payrolls per capita were $558. 

Connecticut’s 1948 per capita income of $1,700 was 
outranked only by those of New York, Illinois, Montana 
and Delaware. Its per capita property income of $248 
was outranked only by the level in Delaware. Its per 
capita factory payrolls of $631 were the highest among 
all 48 states. Because of the high percentage of income 
derived from factory payrolls, and because of the service- 
men’s bonus paid in 1947, Connecticut’s total income 
showed only a 5.9 per cent gain from 1947 to 1948. 
Total 1948 income reached $3,381 million. 
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The decline in department store sales from their peak 

in July 1948 was not as great in New England as in the 

United States during the first six months of 1949. 

Unusually hot weather depressed sales in New Eng- 

land during July. 


Monthly Review 
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°° New England Department Stores 
Monthly Indexes Seasonally Adjusted 
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The rapid decline in department store stocks from 
April to July this year illustrates the cautious inven- 
tory policy of New E ngland department stores. Quick- 
er deliveries and price uncertainty have helped to 
determine this policy. 
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The decline in yields (price increases) on United States 
securities, particularly since June, reflects increased 
demand for employment of available funds. After 
June, yields moved down 5-15 basis points. The de- 
cline has also spread to other security markets. 
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Required reserves have been reduced $3.8 billion since 
April in accordance with Federal Reserve System 
policy of increasing funds available to banks for lend- 
ing and investing. Funds were used to reduce indebt- 
edness at F. R. banks and increase earning assets. 
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Business loans in the nation declined $2.7 billion, more 
thar usual, in the first seven months. The expansion in 
August ($137 million) was smaller than the normal 
seasonal change. At New England banks, however, 
these loans continued to decline. 
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About $200 million of reserves were freed at New 
England banks in the April-September period. The 
city banks in New England particularly used these 
funds and those freed by reduced loan volume to in- 
crease holdings of United States and “other” securities. 


































